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QUESTION 1  (20 MARKS) 
    (24 MINUTES) 
 
Smoothie Ltd manufactures designer drinks and operates in South Africa.  The company entered into the 
following transactions denominated in American dollars during the current financial year: 
 
1. Details of inventories purchased from a supplier in Utah: 
 
Inventories purchased $200 000 1 October 2015 
Loaded on the ship CIF 30 November 2015 
Delivered to Smoothie’s factory in South Africa 1 January 2016 
Payable on: 15 April 2016 
Only 50% of these inventories were sold on:         30 April 2016 
 
2. Specialised equipment with a value of $500 000 was shipped free on board (FOB) on 1 February 
2016.      
                
Arrived at Smoothies factory 1 April 2016 
Custom duty and freight charges R150 000 
Amount payable to supplier for equipment 30 April 2016 
         
A free-lance engineer was sent to oversee the installation of the machine. Her fee of R239 400 
(VAT inclusive) was paid on 1 March 2016. 
 
Equipment available for use 1 March 2016 
Equipment taken into use 1 April 2016 
  
ADDITIONAL INFORMATION: 
 
1. No forward cover was taken out in respect of any of the above-mentioned transactions. 
 
2. The applicable exchange rates are: 
 
 Spot rate 
Date R to $1.00 
01 October 2015 7.24 
30 November 2015 7.63 
01 January 2016 8.00 
01 February 2016 8.21 
01 March 2016 8.30 
01 April 2016 8.32 
15 April 2016 8.38 
30 April 2016 8.25 
30 June 2016 8.27 
 
3.  Equipment is depreciated on the diminishing balance method at a rate of 18% per annum. 
  
4. The end of the company’s reporting period is 30 April 2016. 
 
5. The functional currency of Smoothie Ltd is South African Rand. 
 
REQUIRED: 
 
1.1 In terms of IAS 21, when the presentation currency is different from the functional currency, what 
should be disclosed? 
    (3) 
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QUESTION 1 (CONTINUED) 
 
1.2 Journalise all the foreign exchange transactions that took place between 1 October 2015 and 
30 April 2016, and the results thereof in the general journal of Smoothie Ltd for the reporting period 
ended 30 April 2016. (13) 
 
 Note:  
 Journal entries MUST be dated but journal descriptions are NOT required. 
 Complete each transaction’s journals separately. 
 
1.3 Disclose ONLY the Property Plant and Equipment note to the Financial Statements of Smoothie 
Ltd at 30 April 2016 in compliance with the minimum requirements of the Companies Act and 
International Financial Reporting Standards (IFRS)s. (4) 
 
Note:  
 Comparative amounts are not required. 
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QUESTION 2  (35 MARKS) 
    (42 MINUTES) 
 
The bookkeeper of Wagen Limited, a manufacturer of specialised automotive parts, has requested your 
assistance in finalising and preparing the statement of comprehensive income for the reporting period 
ended 31 December 2015. He has provided you with the following figures and information: 
 
 Additional 
information 
R 
Revenue  2 8 781 000 
Cost of sales  (3 512 400) 
Gross profit  5 268 600 
Dividends received 3    100 000 
Interest received 4 22 500 
Management services rendered 5 27 360 
Proceeds on sale of delivery vehicle 6 180 000 
Depreciation 7 (1 385 000) 
Auditors’ remuneration 8 (20 000) 
Employee benefit expense    
 Executive directors  (1 080 000) 
 Management and staff  (607 000) 
Payment to chairman of the board for attendance of meetings  (70 000) 
Travel allowance – non-executive directors  (50 000) 
Provision for leave pay 9 (480 600) 
Administrative expenses 7 (186 000) 
Distribution costs 7 (214 000) 
18% Interest on long-term loan  (36 000) 
 
1. The bookkeeper has calculated the profit before tax as R1 863 000 
 
2. Included in the amount for revenue is R100 000 received during the current reporting period when 
Wagen Ltd leased out one of its metal stamping machines to Volks Ltd after the factory of Volks 
Ltd was broken into at the beginning of the year. This was done as a favour to the Managing 
Director of Volks Ltd who golfs on a regular basis with the MD of Wagen Ltd. 
 
3. The following relates to the investments held by Wagen Ltd: 
 
3.1. Dividends were received from the following companies: 
 
 R 
Michelly Ltd - Wagen Ltd owns 30 000 of the 40 000 shares issued  40 000 
Leo Wheel (Pty) Ltd  - Wagen Ltd owns 10 000 of the 100 000 shares issued  60 000 
 
3.2. The following market values of the shares in each of the companies is provided to you: 
 
 1/1/2015 31/12/2015 
Michelly Ltd R2.10 R2.60 
Leo Wheel (Pty) Ltd   R5.75 R4.30 
 
3.3. The investment in the shares of Leo Wheel (Pty) Ltd is held for speculative purposes. The 
directors, at initial recognition of the investment in the shares of Michelly Ltd, elected to recognise 
any changes to the fair value of the investment in other comprehensive income. The shares in 
Michelly Ltd were purchased on 1 January 2015. Transaction costs incurred on the purchase of the 
shares in Michelly Ltd amounted to R2 750. The bookkeeper has not accounted for any 
movements in the fair value of the investments.
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QUESTION 2 (CONTINUED) 
 
4. The interest was received on a fixed deposit held at Zeep Bank Limited. 
 
5. Wagen Ltd charges Michelly (Pty) Ltd R2 280 (including VAT) per month for management services 
rendered. The bookkeeper processed the following journal: 
 
  R R 
Dr Bank 27 360  
 Cr  Management fee received   27 360 
 
6. A delivery vehicle acquired on 1 January 2015 was sold on 1 October 2015 for R180 000 
(excluding VAT). The purchase price at acquisition was R216 600 (including VAT). Import duties of 
R10 000 were paid. It is the policy of Wagen Ltd to depreciate delivery vehicles over 5 years. 
Accumulated depreciation on the date of sale was R28 500.  
 
At initial recognition the bookkeeper debited the import duties to distribution costs through profit 
and loss.  
 
The bookkeeper only processed the following journal to recognise the sale of the vehicle: 
 
  R R 
Dr Bank 180 000  
 Cr  Proceeds on sale of delivery vehicle (P&L)  180 000 
 
7. Manufacturing equipment with a cost price of R1 100 000 (excluding VAT) (all acquired on the 1 
January 2014) is depreciated on the straight line basis at a rate of 10% per annum. This 
depreciation is to be allocated as follows: 
 
  
Administrative expenses 20% 
Distribution expenses 80% 
 
8. Audit fees comprise: 
 
 R 
Audit 17 000 
Tax advice 1 800 
Hotel costs 1 200 
 20 000 
 
9. On 1 January 2015 Wagen Ltd appointed a new factory manager. Due to the high paced nature of 
his work the factory manager was unable to take leave. He is entitled to 30 days leave per annum, 
10 of which will be forfeited if not taken in the current year. The remainder of the leave days may 
be carried forward to the following year if not used in the current year. Upon resignation he is 
entitled to a cash payment of the outstanding leave. Based on the stellar performance of the 
company this year he will receive a 10% salary increase. His cost to company for the current 
reporting period amounts to R360 000 per annum. Assume that there are 261 working days in the 
year. The bookkeeper has not accounted for the leave not taken. 
 
10. The income tax expense was correctly calculated at R156 000 following all adjustments to be 
made. 
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QUESTION 2 (CONTINUED) 
 
REQUIRED: 
 
2.1 Calculate the adjusted profit before tax for Wagen Ltd for the reporting period ended 31 December 
2015. 
 
 Start the calculation with the already calculated profit before tax of R1 863 000. (5) 
 
2.2 Prepare the statement of comprehensive income and the accompanying notes of Wagen Ltd for 
the reporting period ended 31 December 2015 according to the minimum requirements of the 
Companies Act and IFRSs. (30) 
 
Note: 
The notes on accounting policy are not required. 
Comparative figures are not required. 
Round off all amounts to the nearest Rand. 
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QUESTION 3  (20 MARKS) 
    (24 MINUTES) 
 
This question consists of two independent parts. 
 
PART A                                                                                                                                (10 MARKS) 
  
Super Girl Ltd is one of South Africa’s largest toy manufacturers. On 1 January 2016 Super Girl entered 
into a cancellable contract to deliver TWO super hero toys to Flash Ltd. Details of the contract are as 
follows: 
 
Transaction price R228 000 (including VAT) 
Delivery of Super Hero A 30 April 2016 
Delivery of Super Hero B 30 June 2016 
Cash Payment received from Flash Ltd 1 February 2016 
 
The stand-alone selling prices at inception of the contract are listed below: 
 
Super Hero A R60 000 (excluding VAT) 
Super Hero B R53 000 (excluding VAT) 
 
 
 The supply of the two products are considered to be separate performance obligations 
 Super Girl Ltd has a 31 December 2016 year end 
 Answers should be rounded off to the nearest Rand 
 Journal narrations ARE required 
 
 
REQUIRED 
 
a) Provide the journal entries arising from transaction in the accounting records of Super Girl Ltd for 
the reporting period ended 31 December 2016.           (10)                                           
 
 
PART B                                                                                                                                  (10 MARKS) 
 
TEL B Ltd is a telecommunications company in South Africa. TEL B Ltd has a 31 December 2016 
financial reporting period end. 
 
Wonder Women Ltd entered into a new contract with TEL B on 1 January 2016. Details of the contract 
are provided below: 
 
 TEL B Ltd will supply a telephone handset plus network service for R399 (including VAT) per 
month for 2 years starting on 31 January 2016. 
 Payment will be made monthly at the end of each month. 
 On 15 January 2016 all formal agreements for the contract were met and both parties signed the 
agreement on this date. 
 The telephone handset will be delivered on 1 February 2016. 
 Wonder Women Ltd is a well-established, highly profitable company for the past 15 years. 
 Extensive credit checks have also been performed on Wonder Women Ltd 
 
TEL B Ltd also sells network service plans separately from sales of handsets. The handset sold could be 
connected to any other network company nationwide so Wonder Women Ltd could choose, if they so 
wish, to use the network service of TEL B Ltd or any other service provider. 
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QUESTION 3 (CONTINUED) 
 
TEL B sells handsets without the network service for R3 500 (excluding VAT) and sells a network service 
plan separately to clients for R80 (excluding VAT). Other service providers sell handsets for R4 000 and 
network service plans for R90 (excluding VAT). 
 
The handsets have been specifically designed for Wonder Women Ltd, therefore if Wonder Women 
defaults on payment the handsets will be sold to another company - CAT Women Ltd. 
 
REQUIRED 
 
a)   Discuss whether all the requirements of “identifying the contract with a customer” have been met in 
terms of IFRS 15 Revenue from Contracts with Customers.                                                     (5) 
 
b) Identify and discuss how many performance obligations exist in the contract in terms of IFRS 15 
Revenue from Contracts with Customers.                                           (5) 
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QUESTION 4  (50 MARKS) 
    (60 MINUTES) 
 
Yum Yum Ltd is a leading producer of female cosmetics in the country. Your assistance is required to 
prepare the financial statements for the reporting period ended 31 December 2015.  The following 
information is presented to you: 
 
1. The directors decided to enter into a contract whereby they will obtain the right to use a delivery 
van from ASA Ltd for an agreed period of time. ASA Ltd will be responsible for the repairs and 
maintenance on the delivery van and will have the right to substitute the delivery van, but only at 
the request of Yum Yum Ltd. Vehicles are depreciated on the straight-line method. Yum Yum Ltd 
will not obtain ownership of the delivery van at the end of the contract. 
 
 The contract further stipulates the following:  
 
 Commencement date 1 January 2014 
 Effective interest rate 20% per annum 
 Instalment payable six monthly in arrears first on 30 June 2014 R35 000 
 Duration of lease agreement 60 months 
 Estimated useful life 6 years 
  
  
 
Instalment Capital Interest 
Balance 
Outstanding 
1 January 2014    215 060 
30 June 2014 35 000 13 494 21 506 201 566 
31 December 2014 35 000 14 843 20 157 186 723 
30 June 2015 35 000 16 328 18 672 170 395 
31 December 2015 35 000 17 961 17 039 152 434 
30 June 2016 35 000 19 757 15 243 132 677 
31 December 2016 35 000 21 732 13 268 110 945 
30 June 2017 35 000 23 905 11 095 87 040 
31 December 2017 35 000 26 296 8 704 60 744 
30 June 2018 35 000 28 926 6 074 31 818 
31 December 2018 35 000 31 818 3 182 - 
 
2.  Machinery that was purchased on 1 July 2014 at a cost of R684 000 (incl. VAT) was found to be 
damaged due to a small fire in the warehouse on 31 December 2015.  Machinery is depreciated at 
10% per annum on the reducing balance method. The following information on the machinery is 
available: 
 
 R 
Installation cost 65 000 
Residual value  15 000    
Value in use 500 000 
Fair value 525 000 
Costs to sell the equipment  10 750 
 
3.  Yum Yum Ltd currently owns a factory building in Anchorville, Johannesburg. Due to repeated 
burglaries and problems with security, management decided on 1 October 2015 to sell the factory 
building that was purchased for R872 100 (incl. VAT) on 1 September 2013 for R100 000. The 
building required some repair work before it could be marketed for sale. Repair work was 
completed on 1 November 2015. The factory building is depreciated at 15% on the reducing 
balance method and has a residual value of R150 000. The building remained unsold at year end. 
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QUESTION 4 (CONTINUED) 
  
 The fair value and transaction costs were as follows:  
 
Date Fair value Transaction cost 
1 October 2015 360 000  2 850 (incl. VAT) 
1 November 2015 340 000  6 230 (incl. VAT) 
 
4. Yum Yum Ltd has the following investments: 
 
  
 4.1 Yum Yum Ltd currently owns 12 000 ordinary shares in Eagle Eye Ltd which were acquired 
at R2,50 each. The issued share capital of Eagle Eye Ltd consists of 20 000 ordinary shares 
of R2 each. The share price of the ordinary shares in Eagle Eye Ltd on 31 December 2015 
was quoted on the JSE at R3.50 per share. 
 
 4.2 On 1 March 2015, Yum Yum Ltd purchased a government bond with a face value of R75 000 
at a premium of 5%.  Brokerage fees amounted to 1% of the total cost of purchasing the 
government bonds.  The bond is redeemable at a premium of 10% on 31 December 2020 
and has a coupon rate of 12%.  Interest is payable annually in arrears, on 31 December.  
Fair value adjustments are recognised in profit or loss. The bonds were trading at 99,5% on 
31 December 2015. 
 
 4.3 On 17 September 2015, Yum Yum Ltd acquired 10 000 shares in Computronix Ltd at R2.70 
per share.  Shareholders registered on 21 September 2015 have the rights to subscribe for 1 
share in Computronix Ltd for every 10 shares held, at a price of R2.50 per share.  The 
company elected to follow its rights in respect of its entire allocation; the new shares were 
issued on 1 October 2015. The trading prices for these shares on 31 December 2015 were 
R4.50 per share 
   
5. Outstanding receivables amounted to R65 000 at year end.  A provision for bad debts must be 
made for 5% of outstanding trade receivables as there are indications that it is highly probable that 
some of the debtors will not be in a position to make payments.  
 
REQUIRED: 
 
4.1 Present only the ASSETS section of the Statement of Financial Position for Yum Yum Ltd for the 
financial reporting period ended 31 December 2015 to comply with the minimum requirements of 
International Financial Reporting Standards (IFRS).               (6) 
 
4.2 Disclose the following notes to the Financial Statements of Yum Yum Ltd for the financial 
reporting period ended 31 December 2015 to comply with the minimum requirements of IFRS: 
 
 - Property, plant and equipment (total column not required) 
 - Investment in subsidiary 
 - Other financial assets 
 - Finance lease commitment 
 - Non-current asset held for sale  (44) 
 
Please note: 
 
 Round off all amounts to the nearest Rand. 
 Show all calculations separately and clearly when appropriate. 
 Accounting policy notes are not required. 
 All amounts exclude VAT unless stated otherwise. 
    ___ 
    (50) 
 
